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ltem 5. Reimbursement Methodology for the Pharmacy Dispensing Fee

General

The upper fimit for payment for prescribed drugs, whether legend or nonlegend items, will be
based on the lower of cost as defined by the Texas Health and Human Services Commission
(HHSC) or its designee plus a dispensing fee as defined and determined by HHSC or its
designee or the usual and customary charge. Where a public agency makes bulk purchases of
drugs, payment will be made in accordance with the governmental statutes and regulations
governing such purchases in accordance with the agreement between such public agency and
HHSC or its designee. These provisions do not apply to payment for drugs in hospitals and other

institutions where drugs are included in the reimbursement formula and vendor payment to the
institution.

HHSC or its designee will advise the Centers for Medicare and Medicaid Services (CMS) in
writing of the uniform, reasonable dispensing fee which will be used to establish how the State is
in compliance with the upper limit as specified in the regulations and as determined by the

methodology described in this Plan. Such notice will specify the time period for which it is
effective. :

Reimbursement Methodology

HHSC or its designee reimburses contracted Medicaid pharmacy providers according to the
dispensing fee formula defined in this section. The dispensing fee is determined by the following
formula: Dispensing Fee = (((Estimated Drug Cost + Estimated Dispensing Expense) divided by

(1 - Inventory Management Factor)) - Estimated Drug Cost) + Delivery Fee + Preferred Generic
fee.

A Drug Ingredient Cost
The estimated drug costs are defined in Section |IC (Legend and Nonlegend
Medications)) and IID (Texas Maximum Allowable Cost).

B. Dispensing Fee Determination

(1) The estimated dispensing expense was $5.27 effective September 1, 1997. The
estimated dispensing expense effective October 16, 2003, is $5.14.

(2) The inventory management factor was 2.0% prior to October 16, 2003, and is
1.95% effective October 16, 2003.
(3) The total dispensing fee shall not exceed $200 per prescription.
: ST e _I-féxaj R e
o 28 Dec OF
LY Mav OS5

| Dec o4
o310




Attachment 4.19-B
Page 2c

A delivery incentive shall be paid to approved providers who certify a form
prescribed by HHSC or its designee that the delivery services meet minimum
conditions for payment of the incentive. These conditions include: making
deliveries to individuals rather than just to institutions, such as nursing homes;
offering no-charge prescription delivery to all Medicaid recipients requesting
delivery in the same manner as to the general public; and publicly displaying the
availability of prescription delivery services at no charge. The delivery incentive
is $0.15 per prescription and is to be paid on all Medicaid prescriptions filled.
This delivery incentive is not to be paid for over-the-counter drugs, which are
prescribed as a benefit of this program.

A generic drug dispensing incentive of $0.50 per prescription shall be paid on all

Medicaid prescriptions filled for preferred generic drugs for which a manufacturer
has agreed to pay a supplemental rebate. Preferred generic drugs are subject to
the requirements for placement on the Preferred Drug List (PDL).

Legend and Nonlegend Medications

For all medications, legend and nonlegend, covered by the Vendor Drug Program (VDP)

and appearing in the Texas Drug Code Index (TDCI) and updates, the following
requirements must be met.

1)

&)

A pharmaceutical provider is reimbursed based on the lesser of the HHSC's best
estimate of acquisition cost (EAC) plus the HHSC's currently established

dispensing fee per prescription or the usual and customary price charged the
general public.

EAC is defined as wholesale estimated acquisition cost (WEAC); direct estimated
acquisition cost (DEAC), according to the pharmacist's usual purchasing source

and the pharmacist's usual purchasing quantity; or maximum allowable cost
(MAC) for multi-source drugs.

A. EAC is verifiable by invoice audit conducted by HHSC to include
necessary supporting documentation that will verify the final cost to the
provider.

B. All drug purchases through a central purchasing agreement or from a

central purchasing entity must be billed to HHSC or its designee as
warehouse purchases

C. The WEAC is established by HHSC or its designee using market

sources, which include, but are not limited to: the current Redbook;
Redbook Update; First Databank; First Alert; or reported manufacturer

pricing.
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